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aifafam, i956 4t wn %3i4¥8 3 rrj¥t, 1997 

TTfefi w W4 ¥¥4 % fa¥ ^nfl fa¥i *it f4 144 * 14 ^ % tpjpj 44r[ (?n4 ^*fa ¥ 7 ^ 44 ^ % 4 fiffiz) 4) 4k 

Tpsn^ 4t 44 ¥7l4, Tift ^JJ 3T^RT t, % 15 fal faj 4 I 


3 . ¥?Rr# 3 r % sot 44i^4 ¥¥R^44tf^¥¥^44¥T¥R4H¥T¥ T 4fa : 4 : 3 it 444 

'TFf =4 I TTPfkif 28 3FSJ5R, 1997 4 ¥¥ SRI 31 apRpi,1997 4) SilRklHcI ^fRIT^ ¥¥ WR 4 fan «¥ I 31 ST^IR, 1997 *4441^% 

r^ 4444$ tft^rksw^f *n, 4kn4fa4mwu t4 «tt, 21 h^hi, 1997 k)^4 wt?t 1737 sir 3rtot fan 

«n 1 w mfta kt 4, 4fa^% w4 4 4 kk 4 BqfaERi ^k 4 %¥ a44w r 4 i®tt *n, fmpr ^4 trt. ^faR, ¥1444 kt 


4 . RiMfait kt tew4r 4 *i4md<* 4^ 4 20 3r?jjr, 1997 4 T^^iim4t^4mTT^^Rif4T 44^4^41' 

TR7 ukr ¥TRT |$ 4t W1 ¥RcTT t fa : 

‘'4^f4RCTRimtfa¥¥^4mk4 arsqm, ¥Rfai¥fk444kf44E¥44k7n4ia 8 - 10-97 % htsi -4.4far/43S0/97 4) 
ftwpg 4k rr 41 4k ai^ro, YRfar ¥fajffr 44 fakiR 44 4 Tjkfai rt % R¥faM %R3mi¥¥^¥ffa^k1kR;ERR 
afakfTi: wn'4 r ffa faiR 4 rr fan 11 an44 rtt ttk to 4fa crr-^ t^Te^h 4 arp^r kt ¥«rr faemR tt 4 4k ¥h4w f444 
¥T UTTW RT7ETT $1 ?4fa^ ¥¥^ 44l\ ¥I¥f44 4 44^4 4ffa (f^W) [¥4(4)] RfkfalR, 1956 4) *¥¥ 11 4 amk ’giRT 
■Hyptid RTlklk ¥R"t ¥¥ 3EJ<l¥ ¥R?fT % dfa 4P)^i r t , T)''i[ ; 4 ¥¥ ftd tK'ftRI sldi 4j l” 


w 44zfa¥7¥¥itfa4¥ wf4k?ikf44, w (fa#40 ■ 

¥®n Plklkd fdSltydi %4^<^I *(IM+T H{[) fa¥F ®¥ I¥T¥kfafktlfakfaf, faR444RR¥k1fa(mi¥kffalT%i 4 44'1 %^4¥ ,, lfacfl 
l4 Tfjffa 4k farem % ¥srw ^rfkw ^EFimti 


5. R4Fi Tffa^kt mj -EfTTm ¥ifi4 4 fc4 airo fan w t fa 44^ ¥4 afaffar wf k) ^tt 4 ^rfc^: 144^n^Rf 4 

WT^%faq«qf^JW^^4'3¥ft4TT^4t¥^¥^4tl¥'^¥fl¥^W l ff 4^fafaPS4PTR ¥¥ ^¥*W % ¥T 
wrr4n^¥iT^4faTitr5iTi^4 494a i3¥ffa^w444, 7¥ft¥^?i^44 WTfa^Ttfa^fa^OTERR^^rrdR''^^ 
W^Nf 4 ¥m ftwr tt 4 afk ®nw4* faifa ¥T ¥4m OTt f" i 


6.’Tq^T¥^4)i¥H4T^p)^fwm4wtfa 1 TTO'4fa¥w43i'iri¥f4i^¥4(4) 444¥¥%^¥44, ¥w4¥ 
4t ^¥-444 44 ¥T¥44 % 444 ¥¥ Timr afk ¥n¥fcm gfa^r ^ 4 aww gw 11 ?n4 ¥t4iFrf3nKq ¥rim ikpI 

afaM4iTOfa44f^¥4^w4¥¥i4^^f i^ti^44^ j ^4 j far444^w¥t ) %’j¥iiH4kfaizi¥744^ J 3j^ 
?HMn,f ; i4R.d ^4 ijj^ 4 4rf4w, aiRiffa wh '471^4 ^irt, ¥i¥44444'¥¥ 3njqren 4Ti4¥t4i^%'gi¥¥^3]4¥iT4¥¥ii4 
% Tpm 1 1 ?4fa4, ¥^ 3TROTSF t fa 4fa^w4ar 4t a4r ^riw 4t i 44¥W ¥^4 4 fa¥ 34wifa^¥^4rfa¥fa 

■afTR I 


7. Tq^Ffr 4t «tr 4 t^ 4 p; afk fafa 30 ajrir^, 1993 4t w 4t 3i4^¥¥T 4 t£IT ¥¥. an. 573 4 rw ¥% ¥i4 rt4 

¥4gRr4f4¥r(fafam) 3i4fam, i956 4t¥ron 3fk» hji 44arfafaw, 1992 4t^ 4 ( 3 )4ai4¥^¥^7ifai4 , yr h4r¥r 4 
DE ¥¥¥T2fa 14 .- 444 ^ ¥ft¥^4t¥^JTr 8 faffWR, 1997 4¥¥l4¥^¥k4t 3l444f^ 4%fairfa¥T^iraTt atk 5ff¥¥. ¥^T. ¥=ft3Tr, 

¥t.¥. 4. (4wifaffr) fan4t 40 , 4fa4fai ¥^4 r, -^4?4-iioo 67 4)¥^m¥^¥k¥^4[R444f4 3fk¥4®4‘¥¥¥4>T4T 
¥TER ¥74 % facr ¥?IRW % ^¥ 4 4^1 fa¥T ^fRU 11 4 T^. ¥*T. «4(3TT 44 ^fa4 4t 3TfafaT WTW 4 Tfa4 4 W a¥¥^W 
rr4i 


[¥¥. 4. TT¥f44,444/2216/97] 
^4? TR 4?7R, 3H2R 
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SECURITIES AND EXCHANGE BOARD OF INDIA 
NOTIFICATION 

Mumbai, the 5th December, 1997 

Order U/s 11 of the Securities Contracts (Regulation) Act, 1956 Superseding the Council of Management of the 
Magadh Stock Exchange. 


S.O. 822(E). —Based on the inspection of the Magadh Stock Exchange Association conducted by SEBI and com¬ 
plaints from Elected Directors, Public Representative Directors, SEBI Nominee Directors etc. irregularities and mismanage¬ 
ment were observed in the functioning of the Stock Exchange. Following are the instances of irregularities and mismanagement 
observed : — 


(i) 

00 

(hi) 

(iv) 

(v) 

(vi) 

(vii) 
(viii) 

(ix) 

(x) 


Ineffective functioning of the Council of Management and factionism among elected members, 

Break-down of Internal Administration system, 

Non-compliance of SEBI Directives, 

Delay in Pay Out, 

High Pay Out and Closing Out Liability of Members, including liabilities of the Members of the Council of 
Management, 

Low Capital Base of the Members, 

Non-existence of Surveillance Activities, 

Huge Unsettled Bad Delivery Liability, 

Undue’ Delay in Disposal of Arbitration Cases, 

Laxity in Rectifying Deficiencies pointed out by SEBI mspection. 


2. The Council of Management of the Magadh Stock Exchange was issued a notice under Section 11 of the Securities 
Contracts (Regulation) Act, 1956 on October 8, 1997 asking to show cause why the Council of Management (hereinafter 
referred to as Council) of the Exchange should not be superseded in view of the above instances of mismangement and irregu¬ 
larities. The Council was given 15 days to reply in writing to the notice and seek personal hearing, if so required. 

3. The Council of Management of the Magadh Stock Exchange did not care to reply to the show cause notice or deny 
any of the charges levelled therein. By a letter dated October 28,1997 opportunity of personal hearing on October 31,1997 was 
also given. None of the members of the Council appeared on October 31,1997, and though not bound to do so another oppor¬ 
tunity of personal hearing was given on November 21, 1997. Even on this date, none of the Council members, except i.e. 
Ms. S. Kurien, SEBI Nominee Director had appeared for personal hearing. She was in agreement with the charges of irregulari¬ 
ties and mismanagement against the Council of Management. 


4. SEBI by a letter dated October 20,1997 received from the Executive Director of the Exchange a copy of the circular 
resolution passed by the seven members of the Council which states that: 

“Resolved that the Council of Management has noted the contents of the letter No. CS/ 4380/97 dated 8-10-97 of 
Chairman, Securities and Exchange Board of India and has also carefully considered the charges levelled against the Council of 
Management as per Annexure-1 of the aforesaid letter of Chairman, Securities and Exchange Board of India. The substance of 
the charges reflects the true and factual position as existing in Magadh Stock Exchange Association today. Therefore, the 
Council of Management requests SEBI to take immediate appropriate action under section 11 of Securities Contracts (Regula¬ 
tion) [SC(R)] Act, 1956 so that the interest of the investors of the State is being protected." 

It is also noted that out of the remaining six directors, four (Elected) Directors have voted against the resoultion and 
one Government Nominee and one Elected Director did not return the resolution. Out of the five Elected Directors, who have 
not voted for the resolution, three have outstanding liabilities on account of capital adequacy, pay out, bad delivery and closing 
out. 
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5. Due opportunity has been given to the Council of members to show cause why the Council should not be super¬ 
seded. The council members have not cared to remain present at the personal hearing to show cause. Nor have the council 
members thought it fit to deal with the instances of mismanagement levelled against them. On the contrary out of 13 council 
members, 7 council members have stated that the charges levelled by SEBI “reflects the true and factual position as existing in 
Magadh Stock Exchange”. 

6. In view of the above facts, I am convinced that the Council of Magadh Stock Exchange has failed in ensuring proper 
governance and implementation of the provisions of the SC(R) Act, Byc-laws of the Exchange and SEBI directives. As a result 
of this the interest of the broker members and the investors are adversely affected. Delay in pay out pay out and closing out 
liability of members including the members of the Council, huge unsettled bad delivery liability, break-down of internal 
administration, non-compliance of SEBI directives are all instances of mismanagement and non-functioning of the Council. 
Therefore, it is essential that immediate measures are adopted in order to ensure the safety and integrity of the stock exchange 
and to ensure that tljp transactions are carried out as per the regulatory framework and that the investors’ interest are not 
adversely affected Ipy east. 

7. In view of abtfve and in exercise of the powers conferred on me under Section 11 of the Securities Contracts 
(Regulation) Act, 1936 to be read with Government of India Notification number S.O. 573 dated July 30, 1993 and Section 4 (3) 
of the Slj&IAct 1992, the Council of the Magadh Stock Exchange is hereby superseded for a period of one year with effect from 
December 8th 1997 and Shri S. S. Dhanoa, IAS (Retd.) resident of 40, Monararika Enclave, New Delhi-110067 is hereby 
appointed as an Administrator to exercise and perform all the powers and duties of the Council of Management. Shri S, S. 
Dhanoa may take further assistance of such persons as he thinks ii necessary. 


[File No. SEBI/LE/2216/97] 
D, R. MEHTA, Chairman 
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